Public Act 92-0579

HB5842 Enrol | ed LRB9214435JSpc
AN ACT in relation to insurance.

Be it enacted by the People of the State of [Illinois,
represented in the General Assenbly:

Section 5. The |Illinois |Insurance Code is anended by
changi ng Section 370i and adding Section 356z.2 as foll ows:

(215 I1LCS 5/356z.2 new)

Sec. 356z.2. Disclosure of Iimted benefit. An insurer
that issues, delivers, anends, or renews an individual or
group policy of accident and health insurance in this State
after the effective date of this amendatory Act of the 92nd
General Assenbly and arranges, contracts with, or administers
contracts with a provider whereby beneficiaries are provided
an incentive to wuse the services of such provider nust
include the following disclosure on its contracts and
evi dences of coverage: "WARNING LIMTED BENEFI TS WLL BE
PAI D WHEN NON- PARTI ClI PATI NG PROVI DERS ARE USED. You shoul d be
aware that when you elect to utilize the services of a
non- partici pating provi der for a covered service in

non- emer gency si tuations, benefit paynent s to such
non-participating provider are not based upon the anpunt
billed. The basis of your benefit paynment will be determ ned

according to your policy's fee schedul e, usual and custonary
charge (which is determ ned by conparing charges for simlar
services adjusted to the geographical area where the services
are performed), or other nmethod as defined by the policy. YOU
CAN EXPECT TO PAY MORE THAN THE CO NSURANCE AMOUNT DEFI NED I N
THE POLICY AFTER THE PLAN HAS PAID ITS REQUI RED PORTI ON

Non-partici pating providers may bill nenbers for any anount
up to the billed charge after the plan has paid its portion
of the bill. Participating providers have agreed to accept
di scounted paynents for services with no additional billing

to the menber other than co-insurance and deducti bl e anpunts.
You nmay obtain further information about the participating
st at us of pr of essi onal provi ders and information on
out - of - pocket expenses by calling the toll free telephone
nunber on your identification card.".

(215 ILCS 5/370i) (from Ch. 73, par. 982i)

Sec. 370i. Policies, agreenents or arrangenments with
incentives or linmts on reinbursement authorized.

(a) Policies, agreenents or arrangenents issued under
this Article may not contain terms or conditions that would
operate unreasonably to restrict the access and availability
of health care services for the insured

(b) An insurer or administrator may:

(1) enter into agreenents with certain providers of its
choice relating to health care services which may be rendered
to insureds or beneficiaries of the insurer or admnistrator
i ncludi ng agreenents relating to the anobunts to be charged
the insureds or beneficiaries for services rendered;

(2) issue or adm nister programs, policies or subscriber
contracts in this State that include incentives for the



i nsured or beneficiary to utilize the services of a provider
which has entered into an agreement wth the insurer or
admi ni strator pursuant to paragraph (1) above.

(c) After the effective date of this anendatory Act of
t he 92nd Ceneral Assenbly, any insurer that arranges,
contracts with, or adm nisters contracts wth a provider
whereby beneficiaries are provided an incentive to use the
services of such provider nmust include t he foll ow ng
disclosure on its contracts and evidences of coverage:
"WARNI NG, LI M TED BENEFI TS W LL BE PAID VHEN
NON- PARTI CI PATI NG PROVI DERS ARE USED. You should be aware
t hat when you el ect to utilize the services of a
non-participating provider for a covered service i n
non- ener gency si tuati ons, benefi t paynent s to such
non-participating provider are not based upon the anpunt
billed. The basis of your benefit paynent will be determ ned
according to your policy's fee schedule, usual and customary
charge (which is determ ned by conparing charges for simlar
services adjusted to the geographical area where the services
are perfornmed), or other nmethod as defined by the policy. YOU
CAN EXPECT TO PAY MORE THAN THE CO NSURANCE AMOUNT DEFI NED I N
THE POLI CY AFTER THE PLAN HAS PAID ITS REQUI RED PORTI ON
Non- partici pating providers may bill menbers for any anpunt
up to the billed charge after the plan has paid its portion
of the bill. Participating providers have agreed to accept
di scount ed paynents for services with no additional billing
to the menber other than co-insurance and deductibl e anpunts.
You mmy obtain further information about the participating
status of professional provi ders and i nformati on on
out - of - pocket expenses by calling the toll free tel ephone
nunber on your identification card.".
(Source: P.A. 84-618.)

Section 10. The Health Mai ntenance Organization Act is
anended by changi ng Section 4.5-1 as foll ows:

(215 ILCS 125/4.5-1)

Sec. 4.5-1. Point-of-service health service contracts.

(a) A health mintenance organization that offers a
poi nt - of - servi ce contract:

(1) must include as in-plan covered services al
services required by law to be provided by a health
mai nt enance organi zati on;

(2) nmust provide incentives, which shall include
fi nanci al incentives, for enrollees to wuse in-plan
covered services;

(3) may not offer services out-of-plan without
provi di ng those services on an in-plan basis;

(4) may include annual out-of-pocket Ilimts and
lifetime maximum benefits allowances for out-of-plan
services that are separate fromany linmts or allowances
applied to in-plan services;

(5) my not consider energency services, authorized
referral services, or non-routine services obtained out
of the service area to be point-of-service services; and

(6) my treat as out-of -plan services those
services that an enrollee obtains from a participating
provider, but for which the proper authorization was not
gi ven by the heal th mai ntenance organization; and-

(7) after the effective date of this amendatory Act
of the 92nd CGeneral Assenbly, nust include the follow ng




di scl osure on its poi nt - of - servi ce contracts and
evi dences of coverage: "WARNING, LIM TED BENEFI TS W LL BE
PAID WVHEN NON- PARTI Cl PATING PROVIDERS ARE USED. You
should be aware that when you elect to utilize the
services of a non-participating provider for a covered
service in non-energency situations, benefit paynents to
such non-participating provider are not based upon the
anount billed. The basis of your benefit paynent will be
determ ned according to your policy's fee schedule, usua
and customary charge (which is determ ned by conparing
charges for simlar services adjusted to the geographica
area where the services are perforned), or other nethod
as defined by the policy. YOU CAN EXPECT TO PAY MORE THAN
THE CO NSURANCE AMOUNT DEFINED IN THE POLI CY AFTER THE
PLAN HAS PAID ITS REQU RED PORTION. Non-participating
providers may bill nenbers for any anount up to the
billed charge after the plan has paid its portion of the
bill. Participating providers have agreed to accept
di scounted paynments for services with no additiona
billing to the nenber other than co-insurance and
deducti bl e ampunts. You may obtain further infornation
about the participating status of professional providers
and i nformati on on out-of - pocket expenses by calling the
toll free tel ephone nunber on your identification card.".
(b) A health mai nt enance organi zation offering a
poi nt-of -service contract is subject to all of the follow ng
limtations:

(1) The health nmaintenance organization nmay not
expend in any cal endar quarter nmore than 20% of its tota
expenditures for all its nmenbers for out-of-plan covered
servi ces.

(2) If the anount specified in item (1) of this
subsection is exceeded by 2% in a quarter, the health
mai nt enance organi zati on nmust effect conpliance with item
(1) of this subsection by the end of the follow ng
quarter.

(3) If conmpliance with the anmpunt specified in item
(1) of this subsection is not denpnstrated in the health
mai nt enance organization's next quarterly report, the
health mai ntenance organization may not of fer t he
poi nt-of -service contract to new groups or include the
poi nt-of -service option in the renewal of an existing
group until compliance with the anpunt specified in item
(1) of this subsection is denonstrated or until otherw se
all owed by the Director

(4) A health nmaintenance organization failing,
Wi t hout just cause, to conply with the provisions of this
subsection shall be required, after notice and hearing,
to pay a penalty of $250 for each day out of conpliance,
to be recovered by the Director. Any penalty recovered
shall be paid into the General Revenue Fund. The Director
may reduce the penalty if the heal t h mai nt enance
organi zati on denonstrates to the Director that the
i mposition of the penalty would constitute a financia
hardship to the health mai ntenance organi zati on.

(c) A health mintenance organization that offers a
poi nt - of - servi ce product nust do all of the follow ng:

(1) File a quarterly financial statement detailing
conpliance with the requirenments of subsection (b).

(2) Track out-of-plan, point-of-service utilization
separately from in-plan or non- poi nt - of - servi ce,




out - of - pl an enmergency care, referral care, and urgent

care out of the service area utilization.

(3) Record out-of-plan utilization in a manner that
will permt such wutilization and cost reporting as the
Director may, by rule, require.

(4) Denobnstrate to the Director's satisfaction that
the health nmintenance organization has the fiscal
adm ni strative, and marketing capacity to control its
poi nt -of -service enroll nent, utilization, and costs so as
not to jeopardize the financial security of the health
mai nt enance organi zati on.

(5) Miintain, in addition to any other deposit
required wunder this Act, the deposit required by Section
2- 6.

(6) Maintain cash and cash equi val ents of
sufficient anpunt to fully liquidate 10 days' average
clai m paynments, subject to review by the Director

(7) Maintain and file with t he Director
rei nsurance coverage protecting against catastrophic
| osses on out of network point-of-service services.
Deducti bl es may not exceed $100, 000 per covered life per
year, and the portion of risk retained by the health
mai nt enance organi zation once deductibles have been
satisfied my not exceed 20% Reinsurance nust be placed
with I|icensed authorized reinsurers qualified to do
business in this State.

(d) A health nmintenance organization may not issue a
poi nt -of -service contract until it has filed and had approved
by the Director a plan to conply with the provisions of this
Section. The conpliance plan nust, at a mninmum include
provi sions denonstrating t hat t he heal t h mai nt enance
organi zation will do all of the follow ng:

(1) Design the benefit Ilevels and conditions of
coverage for in-plan covered services and out-of-plan
covered services as required by this Article.

(2) Provide or arrange for the provision of
adequat e systens to:

(A) process and pay clains for all out-of-plan
covered services;

(B) neet the requirements for point-of-service
contracts set forth in this Section and any
addi ti onal requirements that may be set forth by the
Director; and

(C) generate accurate data and financial and
regul atory reports on a tinely basis so that the
Department of |Insurance can evaluate the health
mai nt enance organization's experience with t he
poi nt-of -service contract and nonitor conpliance
wi t h point-of-service contract provisions.

(3) Conply with the requirenents of subsections (b)
and (c).

(Source: P.A 92-135, eff. 1-1-02.)

Section 99. Effective date. This Act takes effect on
January 1, 2003.

Passed in the General Assenbly April 25, 2002.

Approved June 26, 2002.



